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Mr. S'I‘AGGERS, from the Commlttee on Inter state and Foreign -
RS : Commerce, submxtted the following

i

REPORT

[Tc_‘)_ acc'ompany FL.R. 7048]

& ’I‘he Commlttee on Interstate a.nd Foreign Comme1 ce, to whom was,
referred-theibill (FL.R. 7048) to amend the Communications Act of.
1934, as amended, to ‘establish a Federal-State joint board to recom-
niend: uniform rocedures for determining what part of the property,
andiex enses: o? communication common carriers shall be consi ered,
ag/used. ininterstate or foreign communication toll service,:and what,
part-of such proEerty and expenses shall be considered as used in in-,
trastate: and .exchange service; and for other purposes, having con-;
sideredthe -same; report: fzworab]y thereon : without amendment- and;
riecommend that the bill do pass
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mThe;purpose of thls blll is; to prov1de for a Federal- State omt]
board to (1) recommerid ‘uniform procedures to the Federal Com-
munications. Commission (FCC) for determining what part of the’
property and expenses .of; communications common carriers shall be
considered as used in interstate or foreign communication service, and
what part of such property:and expenses shall be considered as used
in‘intrastate and exchange services; and (2) recommend decisions to;
the FCC relating to: common carrler commumcatxons of joint I‘edeml-;
Smte coneern.: :~.:.:f: o

g BAOKGBOUND AND Nm:o 0

E In the Umted States today there are over 120.5 million telephones.',
Of these,.a proximately. 72 percent are classified as residential tele-
phones ang the remammo- 28 percent are . classified as business
telephones, .« " .

ese telephones comp1 ise 2 nationally interconnected system which
tmnsmlts apprommately 169 billion calls a year.
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Dominant in this national telephone network is the American Tele-
phone and Telegragh Company and its 25 associated companies which
comprise the Bell System..This System is concentrated primarily in
metropolitan areas and has approximately 100 million telephones, a
gross plant investment of over 56 billion dollars, and annual revenues
of approximately 17.4 billion dollars. v C

The ‘remainder of the téelephone service in the Nation is provided
by 1,843 independent, or non-Bell, companies which have 20.7 million
telephones, a gross plant investment of almost 12.5 billion dollars and
annual revenues of 2.9 billion dollars. '

‘Regulatory ‘jurisdi¢tion over the telephone industry is dividéd be-
tween the FCC and the'State commissions. The FCC regulates inter-
state message toll calls, commonly referred to as long distance calls.
The State commissions regulate intrastate message toll calls and local
exchange calls even in instances where the boundaries of the exchange
areaoverlap Statelines.” ¢ «© i o : -

Under the rate .base-concept of ratemaking, practiced by the FCC
and the State commissions, the Bell System, through its rates charged
to the public, is entitled to earn a reasonable return on its plant in-
vested In common carrier service and to recoup its expenses reasonably
incurred in furnishing such. service. Since the vast bulk of Bel} Sys-
tem plant and expenses aré used in furnishing both interstate and
intrastate telephone service, such plant and expenses must be allocated
or separated ‘between the interstate and intrastate uses for purposes
of’ ratemaking by the FCC and the several State commissions. -

‘The procedures’ employed in:the division of these joint telephone
costs ‘are; commonly ‘referred to-as “separations procedures.” Inher-
ently, these procedures are highly technical and involve judgment fac-
tors-in' ‘which: there‘is no absolute correctness or incorrectness. How-
evéri'it' is essential:to the public'interest that procedures for separat-
ing'such'plant-andéxperses be fair and equitable so that no unreason-.
ableé burden will be placed on either interstate or intrastate telephone
rates. BRI
Over the years, the FCC and the State commissions have cooperated
in separations procedures with varyirig degrees of success. Neverthe- -
less, there is a definite need to establish a procedure whereby bpth
Federal 'and State representatives can participate jointly considering
separation issjig?jla)s"pix'gvided in HL.R. 7048. - -

',',‘l"!,%jj,",',_' " i 0 ProVISIONS oF THE Birn ‘
HHR.7048 would ‘add ia new Subsection- (c) to Section 410 of the
CommunicationsiAct of 1934 to require the FCC to refer to a Federal-
tate'joint board for recom d decision any proceeding instituted
~pursuant. to a: Cnotice of proposed. rulemaking regarding the’
urisdictional separation of common:carrier property and expenses
\'%a‘g;tfween..inter.,s_tate and intrastate operations. Also, the FCC may Tefer
to the board for Técommended“decisSion any other matter relating to
common carrier communications of joint Iederal-State concern.
" Thé joint board“would have seven members: three FCC'commis-
sioners selected by the Commission, and four State commissioners
nominated by the National Association of Regulatory Utility Com-
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missioners (NARUC) and approved by the FCC. The Chairman of
the FCC or a member thereof would be chairman of any joint board.
“Whet the' FCC considers a recornmendcd decision of a joint board,
it must allow the State members of the board to sit with the Commis-
sion ot oral arguments and deliberations. However, tlie State:board
members would not vote on the final decision.
As in Sc;q@@jlﬁ%ix,)..gi_tllg Act, Section 410(c). proposed by. H.R.
7048 provides.that the.joint board’s_decision is the equivalent of an
iner’s opini n_that it would “. . . prepare a recommended
decision for, prompt review and action by the Comifiission.” = -

H.R. 7048 is similar to H.R. 12150 of the Ninety-first Congress which

proposed the creation of a seven member Board composed of four
ommissioners designated by the FCC and three State Commis-

sioners nominated by the NARUC and appointed by the FCC. H.R.
12150 proposed that the Board would have sole administrative au-
thority under the Communications Act of 1934 to prescribe uniform
procedures for separating common carrier plant and expenses between
interstate and intrastate operations. *
.. The Subcommittee on Communications and Power held hearings on
February 24 and 25, 1970, on H.R. 12150 with the NARUC testifyinfr
in support and the FCC testifying in opposition to the bill. The I'C
contended that the FL.R. 12150 joint board would impair its ultimate
decision making authority in deciding separations issues.

. However,: the FCC, by letter of March 17, 1970, to the NARUC,
suggested that pending jurisdictional separations proposals be con-
sidered by a Federal-State joint board. The Subcommittee thereupon
suspended further consideration of the legislation to await the out-
come of the joint board procedures. The FCC on May 20, 1970, adopted
a notice of proposed rulemaking and order convening the joint board.

joint board operated under procedures almost identical to those
avhich_wonld be. made.mandatory by H.R. 7048; Thus, the board con-
sisted of three FCC commissioners and four State commissioners
nominated by NARUC, with the Chairman of the FCC serving as the
chairman of the joint board. S :
. On.'August. 6,.1970, the joint board convened, and a week later it

recommended .proposed rule changes to the FCC. Shortly thereafter
the Commussion issued & furthér notice of proposed rulemﬂ(ﬁlig',"é'sﬂli,’
o

mﬁiox_c.mnmgm_s,f_tom interested partics on the proposal—the so-.
called Qzark plan—of thejoint board. On October 28, 1970, the Com-
mission adopted a. report.and.order-whieh adopted the recommenda-
tions of the joint board on jurisdictional scparations. The revised pro-
cedure resulted in an additional shift of approximately $126 million in
revenue requirements from intrastate to interstate operations.

. During these proceedings, the FCC and the NARUC reached agree-
ment on legislation which yould_write into law the procedures then
“being. followed. "This legislation was introduced by Mr. Rooney of
Pennsylvama in the Ninety-Second Congress as H.R. 7048, the legis-
lation herein reported by your committee. .

2. Leowmsnarve History

H. Rept. 92-429
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HEARI\’GS

Yoiu"cbmmlttee, act;m(r throucrh its Subcommittee on Commumcn-
tions ‘nid" PoWer, held heaun"s on JL.R. 7048 on Junc 28, 1971. At"
those " hearmds the (‘han'man of the FCC and the President” of
NARUC Festified in favdr of the Dbill. No éne appenved in opposmon
to it.

i ht-.l\ 1‘ sen i
l.l(') -'An’l'l’ix! :

i \Iémbers of State commlssxons who are appomted to a Jomt bomd
estabhshed urideir'the lakislation ‘would'riot receive any pay or fees,
or be reimbursed for expenses, or receive any other recompense from
the Federal Government. ‘Coriséquently; enactment of this ]evlsl‘xtxon
should result inno gost to. the Federal Governmcnt

':;.(,i o by u,rxl|y\ ‘3 ‘>

Hm" S RIS VISEALITRTE

" Your' commlttee beheVes the! lerrlsl'ttlon herem 1epo1ted serves the
publlc inteérest: and should be passed by the House .
CLOTHINTT LG ety ;U‘l\'\_a."a T ool
» ‘CHANGES' rx* Exsrina Tt "'\Im}* BY “TIE BrLL, As Rx‘pmm*’
«Inx compliancé with clause 8.of rule "(]]I of tho Rules of tho Houso
of Re Jn'esenmtﬂl{fes, changes in'existing law made by the bill, as re-
porte dre'showh as follows (new matter is printed in italics, (‘\ISLU]"‘ )

y ,), \Co\ cr,Usro-"i '

law in which no,chzuwe is proposed 1s sho\vn n roman) :
WIS

. ISFCTION 410 OI‘ 'IHE CO\I\IU\’IC ATIONS ACT OF 19.3{

IEREM .-;!'_,.' :l.)

: ProvIsioNs
% £

et ,j;~-:“) (R AN :-',.,np‘,

Uél' :OF JOI\’I‘ BOARDS——COOPLR&'] ION WITIHL STATE COMMISSIONS

SFC. 410 (a) D\cept as prov1ded in section 409, the Commlssmn
lnay refer any matter arising in the admlmstmtlon of this Act to a
joint, board to.be composed of a membér, or of an equal number of
members, as determmed by .the Commlssmn, from each of the States
in,which the wire or. radio commumcatxon affected by or involved in
the proceeding takes place or: is. proposed. For purposes of acting upon
such matter,any.such board shall have.all the jurisdiction and powers
conferred.by law upon-an examiner provided for in section 11 of the
Administrative! Procedure-Act,. designated by the Commission, and
shall be §1uugg§_.m_ﬂm.same_dmas and nd: obligations.. The action of a
joint board shall-have:such: force and effect and its proceedings shall
be.¢onducted in:siich manner:as the Commission shall by re(rulatlom
preseribe. The joint boardmember or members for each State shall
be nominated: by the. State commission .of the State or by the Gover-
nor-if there:i§ no:State commission: and appointed by the Federal
Communications Commission. The Commission shall have discretion

H. Rept. 92-429
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to reject any nominee. Joint board members shall receive such allow-
antes for expenses as the Commission shall provide.

(b) The Commission may confer with any State commission having
regulatory jurisdiction with respect to carriers, regavding the relation-
ship between rate structures, accounts, charges, practices, classifica-
tions, and regulations of carriers subject to the jurisdiction of such
State commission and of the Commission; and the Commission is
authorized under such rules and regulations as it shall prescribe to hold
joint hearings with any State commission in connection with any
matter with respect to which the Commission is authorized to act. The
Commission is authorized in the administration of this Act to avail
itself of such cooperation, services, records, and facilities as may be
afforded by any State commission.

(¢) The Commission shall refer any proceeding regarding the
Jurisdictional separation of common carrier property and ewpenses
between interstate and_intrastate operations, which it institutes pur-
suant to a 1otice of. proposed, rulemaking and, except as provided in -
section 409 of this Act, may refer auy_other matter, relating to com-
mon carrier communications of joint Federal-State concern, to a
Federal-State Joint Board. The Joint Board shall possess the same

_Jurisdiction, powers, duties, and obligations as_a joint board estab-
lished under subsection, (¢) of this section, and shall prepare a recom-
mended._decision, for prompt.review. .and, agtion by the Commission.
In addition, the State members of the Joint Board shall sit with the
Comvmission en banc at any oral argument that may be scheduled in
the proceeding. T'he Commission shall alsa afford the State members
of the Joint Board an opportunity to participate in ils deliberations,
but not wote, when it has under consideration the recommended deci-
ston of the Joint Board or any further decisional action that may be
required in the proceeding. The Joint Board shall he composed of
three Commissioners of the Commission and of four State commis-
stoners nominated by the national organization of the State com-
missions, as referred to in sections 802 (b) and 205 (f) of the Interstate
Commerce Act, and approved by the Commission. The Chairman of
the Commission, or_another Commissioner designated by the Com-
mission, shall serve as Chairman of the Joint Board,
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